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DEPUTY SECRETARY OF THE TREASURY

WASHINGTON. D.C 20220
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Dear Mr. Spezker:

There is transmitted herewith & draft bill, "To authorize
the Secretary of the Treasury to issue regulations to recuire
that wages zand selaries of Federzl employvees be pzid by elec-
tronic funds transfer or any other methoc determined by the
Secretary to be in the interest of economy or effectiveness,
with sufficient safeguards over the contrel of, and accounting
for, public funéds."

The primery purpose of this bill is to improve operating
efficiency, increzse productivity and reduce the costs asso-
cliated with current payments of Federzl salaries and wages. A
cost study of Federal salary payments based on fiscal year 1981
data, revesls that it cost Treasury $.28 for each salerv check
issued. Other costs associazted with Federal salary payments
made by check &re borne by emploving agencies and not included
in this f:gu:e. These costs are not readily qguantifiable in
terms of real savings but it is estimated theat considerable

improvement in operating efficiencies and productivity would
result. Costs associated with payments currently made by
electronic funds transfer ("EFT") aberage $.08 for each salary
payment made. Based on these data, savings cf approximately
$.20 are reellized for each Federsl salary payment that is con-
verted from check to EFT.

Treasury began a progrem in 1278 to promote the conversion
of Federa. sezlary pevments to EFT. This program is comsionly
called the Direct Deposit Program. It has been highly success-
ful and well received in those agencies where it has been im-
plemented. As of December 1982, there were approximately 2.8
million Federel emplovees. Approximately 74 million payments
of net pev ere made annuelly by Treasury and other disbursing
sctivities. '
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Conversion of Federel selary peyments to EFT will totally
eliminate the possibility that these payments will be lost or
stolen from employees in circumstances thzt obligate the United

tztes to make replacement payments, Payments made without
checks will preclude the possibility thet checks will be stolen
ané forged. ' '

The c¢raft bill authorizes the Secretary of the Treasury to
issue regulations requiring thet wages and salaries of Federal
employees be paid by IFT, cr by other methods determined to be
economical, safe and effective. However, the Secretary would
have sufficient discretion to permit checks to continue to be
useé for some categories of wage and salary paymenis and indi-
vidual circumstances. That flexibility would be exercised in
the regulztions issued under the statute. The pill retzins the
Secretary's zuthority to mazke payments of other than wages and
szlaries by means other than check, when the recipient of the
payment so requests. 31 U.S.C, 3332(£). The draft bill also
authorizes the Secretzry to set an upper limit on the number of
allotments an emplovee may make under any allotment authority.

would be aporecizted if you would lay this proposed
fore the House of Representetives. an identical bill
n transmitted to the President of the Senate.

The Office of Management and Budget has advised that the
proposed legislation is consistent with the President’'s
program. : .

Sincerely,

R

R.T. Mchemer

The Honorable
Thomas P. 0'Neill, Jr.
Speaker cof the House

of Representatives
wzsnington, D.C. 20%153
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", a BILL

To authorizelthe Secretary of the Treasury to issue regulations
to reguire that wages and salaries of Federal employees be paid
by electronic funds transfer or any cther method determined by
the Secretary to be in the interest c¢f economy or effective-~
ness, with sufficient safeguards over the control of, and

accounting for, public funds.

Be it enacted by the Senate &né House of Representatives of the

United States of America in Congress assembled, That section

3332 Ef title 31, United States Code, is amended by striking
subsections (b)), (), (4}, anc (e), and sdbstituting the fol-
lowing subsections (b), (¢}, and (d) in lieu thereof:
"(b) Notwithstanding any other provision of
law, the Secretary of tbe Trezsury may issue
reculations requiring that, where he determines

-

it to be.,practicable, wzges and szlaries of
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employees of each agency be paid by electronic
funés transfer or any other method detarmined by
the Secretary to bes in the interest of economy
or effectivenesss, with sufficient sefeguards
over the control of, anéd accounting for, public
funds. The Secretary may issue regulatioﬁs re-
quiring employees of eaéh agency to designate
the financial ergenizztion they cﬁoose to re-
ceive payments of their wages and szlaries.

The head of each agency shall include in cer-
tifications of payments of wages and saleries
information required by the Secretary about the
financial organizations chosen by the agency's

employees.

"(¢c) Payment cf an amount by the United
States by methods authorized pursuznt to sub-
sections (b) or {e) of this section, and
accepted by a financial organization for hanc-
ling in accordance with'applicable reguletions,
shall constitute full acéuittance of the United

states for that zamount.
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"{d) The Secretary may include in the reg-
ulations issved pursuant to this subsection 2
.
limit on the number of allotments that mey be
macde from eny payment_wben, in the Secretarv's
juécmenit, such a limit is desireable to prdtect
the Government's disSursing systems ageinst un-

reesonagble expense,”

Sec, 2. That subsecticn (f) of section 3332 of title 31,
United States Code, is redesignated subsection (e} and is
zamended by &dding "of other than wages and salaries" after

"payment.”

Sec. 3. That subsection (gY of section 3332 of title 31,
United States Cocle, is redesignated subsection (f) and is
amended by striking "The” in the first sentence and substi-
tvting in lieu thereof "Notwithsiandiﬁg subsection (bj of this

section, the."

Sec. 4. This Act shall be effective upon enactment.
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